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Abstract 
The Indian life insurance sector saw a series of regulatory changes in September 2010, with IRDA finally deciding to 
clamp down on the mis-selling of ULIPs as investment products designed for regulatory arbitrage, and not as 
insurance products. The major steps taken by the regulator included increasing the mortality risk cover to 10 times the 
annual premium, thereby, increasing the insurance content and reducing the investment content, significantly 
reducing the commissions, increasing the lock-in period from 3 to 5 years and imposing a ceiling on ULIP charges. 
Ironically, these changes can be attributed more to the much reported duel between capital market regulator SEBI and 
IRDA than any consumer activism. These new ULIP guidelines have resulted in new business premiums reducing by 
21% in the last six months of financial year 2010-11 (October 2010 – March 2011) for life insurers as compared to 
the previous financial year 2009-10, and have also adversely affected their operating profit margins due to reduction 
in ULIP fund management charges. The purpose of this paper is to closely examine the mortality and investment 
content of new ULIPs introduced by top 10 life insurance companies in India under the new regulatory regime and 
also review their performance and sustainability in the near future. The main objective is to research whether the 
current ULIP can be termed as a insurance product, or still it is very much an investment product despite the 
regulatory changes, whether agents are willing to sell them at such lower commissions and more importantly, 
whether customers’ interest and faith can be re-instated after so many years of mis-selling of ULIPs. 
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1. Introduction 
 
The introduction of unit-linked insurance plans (ULIPs) has been, one of the most significant 
innovations in the field of life insurance over the past several decades. With the help of one product 
category it has addressed and overcome several concerns that customers had about life insurance –be it 
liquidity, flexibility or transparency.  Prior to the introduction of ULIPs, different goals of an individual 
were addressed with separate products. However, ULIPs are one stop solution for an individual’s 
financial goals that are designed to enable consumers plan and fulfill all their long term financial goals, be 
it child education or marriage, wealth creation or even creating a retirement kitty. ULIPs are structured 
such that the protection (insurance) element and the savings element can be distinguished and hence 
managed according to one's specific needs, offering unprecedented flexibility and transparency.  
ULIPs offered by different insurers have varying charge structures. Broadly, the different types of fees 
and charges are given below. As per IRDA (Insurance Regulatory Development Authority) norms, 
insurers have the right to revise fees and charges over a period of time. ULIPs products when they were 
introduced in 2005 were more of an investment product with tax benefits than an insurance product. 
Insurance companies charged heavy commissions and charges on premium payments and gave only 
higher of the sum assured or fund account value in case of death. Agents sold products which they wanted 
to sell and not what customers wanted. But IRDA came out with new guidelines in September 2010 when 
it won the ULIP debate with SEBI. 
The changes and the effects of new IRDA guidelines are as under:  
x Lock in for Five Years and Premium Payment Term: Minimum lock-in period has been revised 
from the current 3 years to 5 years and barring single premium policies, the minimum payment term 
has also been raised to 5 pay 
x Increase in Minimum Sum Assured: The minimum sum assured multiplier has been increased to 10 
times for age at entry below 45 years and 7 times for age at entry above 45 years. At no time can the 
sum assured be less than 105 per cent of total premium paid including top ups. All top ups also must 
have life insurance cover built into them. 
x Net Reduction in Yield for Every Year from Year 5: This new guideline stipulates the maximum 
net reduction in yield every year from 5th year. It is primarily an extension of the earlier stipulation of 
maximum net reduction in yield of 3% for policy term up to 10 years and 2.25% for policy term above 
10 years. 
x Cap on Discontinuance Charges: IRDA has introduced a cap on surrender charge, now termed as 
policy discontinuance charge on the basis of the year of discontinuance and annual premium. This 
allows life insurers to charge only a small penalty on early surrender of policy. 
x Modifications in Unit Linked Pension Products: Partial withdrawals in Unit Linked Pension 
products will not be allowed. On maturity, one third of the corpus could be taken as lump sum and rest 
must be used for buying annuities. This change will ensure a larger corpus is collected and used for 
retirement planning and not for other life stage needs. IRDA has also made it mandatory that all unit 
linked pension products must offer minimum guaranteed return which would be specified by IRDA 
from time to time. Even spread of charges during the lock-in period. The new guidelines stipulate that 
the overall charges in ULIPs should be spread evenly over the lock-in period of 5 years. 
 
2. Impact of New ULIP Guidelines 
 
The new guidelines have drastically affected agent's commissions by mandating those to be distributed 
over the term of the policy, ending the earlier practice of front-loading the same in the first year. The new 
IRDA guidelines are aimed at reducing mis-selling of ULIPs and making the policies customer-friendly. 
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The ULIP business had fallen by 15% in the financial year 2010-11 after new stricter guidelines rendered 
such products less attractive for sales agents. In the first quarter of FY2011 the ULIP new business 
premiums (NBPs) have fallen by 61.5% when compared with FY2010 NBPs. The main issue is the lower 
commissions to the agents in first year which was the agents’ selling incentive for the ULIPs for past so 
many years since the ULIPs were introduced in India. With ULIP first year commissions falling from as 
high as 35% of NBP to 5%, the agents are not willing to sell the ULIPs. This has lead to a sharp fall in 
ULIP business. At the same time traditional plans have seen a rise of 22% in the first quarter of FY2011 
over the first quarter of FY2010 showing that agents are more content with selling the traditional plans 
which have higher agent commissions. 
 
3. Primary Research Objective 
 
The primary objective of this research paper is to analyze whether the insurance content in ULIPs has 
increased significantly post September 2010 new guidelines; can the current ULIP mainly be termed as an 
‘insurance’ product or it still continues to be inclined towards ‘investment’ content? 
 
4. Research Methodology 
 
The objective of this research paper is ‘To find out whether current ULIP products are insurance 
products or investment products’. 
x Null Hypothesis: ‘The ULIPs after the issue of IRDA guidelines in September 2010 are very much 
insurance products’ i.e., the difference between Mortality adjusted rate of return and unadjusted rate of 
return is significant and reasonable. 
x Alternative Hypothesis: ‘The ULIPs after the issue of IRDA guidelines in September 2010 are still 
tilted towards investment content and focus relatively less on insurance content’.  
The analysis has been done using a discounted cash flow model that gives the adjusted and unadjusted 
rate of return for a policy over the policy period. The output of the model will help us decide whether 
there have been any changes in the insurance content of the ULIP plans post the new IRDA guidelines. 
The research also studies the how the probability of death affects the returns of plan. The calculation for 
unadjusted rate of return assumes that the person who is taking the policy will survive the entire policy 
period whereas the mortality adjusted rate of return takes into consideration the probability of survival, 
the probability of death during a particular year. The probabilities are calculated using the mortality tables 
for Indian population. 
The discounted cash flow model that was used for calculating unadjusted rate of return (UAROR) in 
the research is shown below. 
 
                     
 
Where P is the premium, MV is the maturity value, r is the rate of return, and n is the maturity period.  
The unadjusted rate of return is then calculated by equating the NPV to zero. 
The discounted cash flow model that was used for calculating mortality adjusted rate of return 
(MAROR) for type 1 ULIP in the research is shown below. 
 
(1) 
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The discounted cash flow model that was used for calculating mortality adjusted rate of return 
(MAROR) for type 2 ULIP in the research is shown below. 
 
 
 
Where P is the premium, MV is the maturity value, SA is the sum assured, FAV is the fund account 
value,  is the probability that a person aged k will survive for another j years,  is the probability that 
a person aged k will survive j-1 years but not j years, and where i p is the probability that a person aged i 
will survive for age i+1 (i.e. the age-specific survival rate). 
The mortality-adjusted rate of return is the calculated by equating the E-NPV to zero. 
The pay offs were calculated using the premiums and the various charges to further determine the fund 
account value to be used in calculation of the returns. LIC Mortality tables were used to determine the 
probabilities of survival and death. 
 
5. Data and Sampling 
 
The analysis was done using ULIP plans of ten companies in the life insurance business. The top 
companies were decided based on the market share figures available on the IRDA website. Most of the 
top ten companies were chosen for analysis except for those which did not have both the ULIP plans type 
1 as well as type 2 or did not fit into the constraints. Out of the available type one and type two plans one 
plan from each category was chosen at random. 
Type 1 ULIP products were identified based on the death benefit. In case of type 1 ULIP product the 
benefit payable on death is the higher of the Sum Assured or the Fund account value. 
Type 2 ULIP products were identified based on the death benefit. In case of type 2 ULIP products the 
benefit payable on death is the total of the Sum Assured and the Fund account value. 
 
Insurer Market Share Rank Insurer Market Share Rank 
LIC 77.25% 1 Birla Sunlife 1.32% 7 
SBI Life 5.49% 2 Reliance Life 1.11% 8 
ICICI Prudential 3.42% 3 Tata AIG 0.87% 9 
HDFC Standard 2.60% 4 Kotak Mahindra Old Mutual 0.72% 10 
Bajaj Allianz 1.76% 5 Met Life 0.44% 11 
Max New York 1.52% 6 Aviva 0.43% 12 
Source: Monthly new Business Figures – Life from IRDA Website 
 
A uniform policy period and payment term of 20 years was taken for analysis of the rate of returns on 
each policy. Wherever companies did not have full payment periods of 20 years the maximum available 
payment period was taken for the calculation of the rate of return.  Rate of returns were calculated at three 
(2) 
(3) 
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different entry ages 30 years, 35 years and 40 years. Level premiums of 1 lakh per annum were taken and 
minimum multiplier given in the policy brochure was used to arrive at the sum assured.  
 
 
 
The ULIPS that were used in the analysis have been listed below 
Insurance Company Type 1 ULIP Type 2 ULIP 
HDFC Life-ProGrowth Flexi ProGrowthSuperII 
Bajaj Allianz Protection Assurance Plan Max Advantage 
Kotak Life Insurance Kotak Ace Investment  Kotak Wealth Insurance 
Aegon Religare Life Insurance Future Protect Plan Future Protect Plus Plan 
ICICI Prudential  Elite Wealth Life Stage Wealth II 
SBI Life Unit Plus Super Smart Elite Platinum Option 
Birla Sun Life BSLI Classic Endowment Plan BSLI Dream Endowment Plan 
ING Vysya ING Vysya Market Shield Plan - 
Metlife Smart Platinum  - 
 
Payoffs for every year were calculated by deducting premium allocation, mortality charges, and policy 
administration charges. The mortality charges were deduced based on type of ULIP plan and company 
mortality charge tables from the premium available after deducting premium allocation charges. Mortality 
premiums are calculated based on sum at risk. In case of type 1 ULIPs the sum at risk for the insurance 
company is difference between the sum assured and the fund account value while for type 2 plans, sum at 
risk is the sum assured. Similar calculations were performed for plans of insurers who had policy period 
of 30 years available. In such cases the minimum multipliers were 15 (0.5xPolicy period as per IRDA 
regulation). Sensitivity analysis was performed for different multipliers for the entry ages of 30, 35 and 
40 for the policy period of 30 years. The unadjusted and mortality adjusted rate of return were calculated 
for different entry ages of 30 years, 35 years and 40 years. A comparison is made between unadjusted rate 
of return and mortality adjusted rates of return.  The multiplier used was 10 times the annual premium for 
policy period of 20 years. For some companies policy periods in excess of 20 years were available. The 
ULIPs of various companies including calculations of returns and graphs used in the research have been 
given as Annexures at the end. Based on results from all ULIP plans (refer Annexures), we found that in 
Type 1 and Type 2 plans we are getting mortality adjusted rate of return higher than unadjusted rate of 
return. In Type 1 the difference is very marginal. In Type 2 plans, the difference is reasonable as 
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compared to Type 1 plans but still they can’t be mainly termed as insurance products. Hence we reject our 
null hypothesis that after new IRDA guidelines, ULIPs are very much insurance products.  
 
6. Analysis and Interpretation 
 
Insurance Regulatory Development Authority (IRDA) has introduced reforms in the insurance 
industry from time to time to ensure that the primary objective of insurance industry i.e., to provide 
protection benefit to customers in the form of insurance is not deviated. As highlighted in the introduction 
the latest set of guidelines issued in September 2010 mandate that Unit Linked Insurance Products 
(ULIP’s) should serve the primary purpose of insurance and the investment objective should take the 
backseat. ULIPs became popular since the stock market was booming. However, if there is a decline in 
return on investment in the future, investors are likely to lose in the absence of a reasonable assured return 
on ULIPs in the form of sum assured. In this research we have analyzed whether the ULIP’s are still 
being treated as investment product and that the investment content still remains to be high in certain 
plans and whether it has reduced significantly. Our analysis is based on the model specified under the 
primary hypothesis which suggests that the insurance content has improved in new ULIP plans post 
regulatory changes brought about under IRDA guidelines of September 2010. The findings indicate that 
different types of ULIP policies give different rates of return and that mortality does have an effect on the 
rates of return. On analysis and interpretation of results in the above section we see that in majority of 
ULIP products primary insurance content is still relatively lower as compared to the investment content.
  
 
7. Highlights of our Analysis 
 
x The investment content in the type 1 ULIPS and type 2 ULIPS remains almost the same, with type 2 
ULIPS showing slightly more insurance content than their type 1 ULIP counterparts. 
x At a constant multiplier the insurance content increases in both type1 and type2 ULIPS as entry age 
increases with the difference between the MAROR and UAROR increasing with entry age. 
x Keeping the entry age as constant if we increase the multiplier, the difference between the MAROR 
and UAROR increases showing that insurance content increases by increasing the multiplier. 
x At same entry age and same multiplier, the difference between the MAROR and UAROR is higher for 
type 2 ULIPs. 
x At a late entry age of 40 and at a high multiplier, the difference between the MAROR and UAROR is 
significantly higher showing that insurance content is high only in type 2 ULIPs with high multiplier 
and late entry ages. 
 
8. Recommendations  
 
As insurance content is very low in Type 1 plan, the minimum multiplier needs to be increased by 
IRDA. Even Type 2 ULIPs are still inclined relatively more towards investment content, with Death Pay-
offs being lower in absolute terms in initial years of the policy. IRDA needs to increase the minimum 
multiplier to at least ‘20’ and also needs to increase lock-in period from current 5 years to at least 8 years.  
 
9. Conclusion 
 
The analysis of ULIP plans of ten Life Insurance companies showed that for Type 1 ULIP plans the 
mortality adjusted rate of return is slightly higher than unadjusted rate of return. For Type 2 ULIP plans 
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we found that, this difference is higher as compared to Type 1 plans. The difference between the MAROR 
and UAROR increases as the entry age of the policyholder increases. For all the ULIP plans, IRR curves 
slope downwards, indicating that the rates of return gradually decrease at an increasing rate with age. 
The sensitivity analysis for Type 1 plans showed that insurance content increases marginally as the 
multiplier increases for particular age. Also for particular multiplier the insurance content increases 
marginally as the entry age increases. The sensitivity analysis for Type 2 ULIP plans showed that 
difference between mortality adjusted return and unadjusted return is significantly higher as the multiplier 
increases for particular age as compared to Type 1 plans. In Type 2 plans, the increase in insurance 
content is higher when the entry age increases for a particular multiplier. However, after the new ULIP 
guidelines the insurance content in Type 1 ULIP plans is marginally higher. It can be said that Type 1 
ULIP plans are still very much similar to investment product. Type 2 ULIP plans have slightly more 
insurance content as compared to Type 1 plans but still the insurance content has not increased 
significantly after new guidelines.  
 
10. Limitations 
 
x All Companies do not have type 1 and type 2 plans. 
x Here the discounted cash flow model assumes that the death occurs on the last day of the year. 
x The expected returns on bond are assumed to remain constant throughout the policy term 
x Investments are assumed to be made in bonds only while in reality a mix of equity and bonds prevail. 
x The analysis assumed only 3 different entry ages. 
x In some cases regular premiums are not available and only single premiums or limited premium 
payment terms were provided. 
x Mortality charges have been deducted from Fund Account Value on monthly basis in most of the 
plans but considered on an annual basis in our analysis. 
x The multipliers assumed for sensitivity analysis do not conform to the current plans but provide 
expected behavior if in future multipliers are changed under IRDA policies. 
x It is assumed that the person dies on the last day of the year and the fund account value at the end of 
the year has been taken for calculating the payoffs. 
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Appendix A. Kotak Life Insurance 
 
Multiplier 10 Kotak Ace Investment Type 1 Plan Kotak Wealth Insurance Type 2 plan 
Age Unadjusted Adjusted Unadjusted Adjusted 
30 7.5716% 7.5949% 7.2859% 7.4298% 
35 7.5570% 7.5862% 7.2016% 7.4220% 
40 7.5280% 7.5712% 7.0522% 7.4064% 
 
 
 
For Kotak Ace Investment Type 1 plan, Mortality adjusted rate of return is higher than unadjusted rate 
of return. The difference between the curves increases as the age of the policyholder increases. The IRR 
curves slope downwards, indicating that the rates of return gradually decrease at an increasing rate with 
age. For Type 1 plan, insurance content exists which is not significantly higher. 
For Kotak Wealth Insurance Type 2 plans, mortality adjusted rate of return is higher than unadjusted 
rate of return. The difference between these two curves is bigger than Type 1 plans. The difference 
between adjusted and unadjusted rates of return rapidly increases with age. Between age 35-40 there is 
more rapid downward movement in rate of return of unadjusted Type 2 plan. The insurance content is 
significantly higher for Type 2 plan as compared to Type 1. 
 
Multiplier -15 Kotak Ace Investment Type 1 Plan Kotak Wealth Insurance Type 2 plan 
Age Unadjusted Adjusted Unadjusted Adjusted 
30 7.7214% 7.7454% 7.4363% 7.6266% 
35 7.7058% 7.7362% 7.3143% 7.6114% 
40 7.6764% 7.7215% 7.0995% 7.5841% 
 
As seen from below graph, for multiplier 15 for Kotak Ace Investment Type 1 plan, Mortality 
adjusted rate of return is higher than unadjusted rate of return. The difference between the curves 
increases as the age of the policyholder increases. This difference is marginally higher than the difference 
in case of multiplier 10. For Type 1 plan, insurance content exists but that is not significantly high 
enough. 
For Kotak Wealth Insurance Type 2 plans, mortality adjusted rate of return is higher than unadjusted 
rate of return. The difference between these two curves is bigger than Type 1 plans. The difference is 
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significantly higher as compared to multiplier 10. The insurance content is higher for Type 2 plan as 
compared to Type 1 plan. 
 
 
 
  Kotak Ace Investment Type 1 Plan Kotak Wealth Insurance Type 2 plan 
Age of 
entry MAROR-UAROR MAROR-UAROR 
  Multiplier Multiplier 
  10 15 20 25 30 10 15 20 25 30 
30 years 0.023% 0.024% 0.045% 0.071% 0.100% 0.1439% 0.190% 0.259% 0.329% 0.400% 
35 years 0.029% 0.030% 0.061% 0.098% 0.142% 0.2203% 0.297% 0.407% 0.519% 0.634% 
40 years 0.043% 0.045% 0.094% 0.156% 0.230% 0.3542% 0.485% 0.669% 0.861% 1.063% 
 
The above table shows sensitivity analysis for multiplier 10, 15, 20, 25, 30 and for age of 30,35 and 40 
years 
 
 
 
As we can see from above graph, the difference between mortality adjusted rate of return and 
unadjusted return increases for particular multiplier as the age increases from 30-40 years. Also the 
difference increases as the multiplier increases from 10 to 30. However this difference is very marginal 
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for Type 1 plans. As the multiplier increases we can infer that insurance content increases in Type 1 
plans. 
 
 
 
As seen from above graph, the difference between mortality adjusted rate of return and unadjusted 
return increases for particular multiplier as the age increases from 30-40 years. Also the difference 
increases as the multiplier increases from 10 to 30. This difference is significant in case of type 2 plans as 
we move from multiplier 10-30 also as age increases from 30-40 years. We can infer that insurance 
content is higher for Type 2 plans as compared to Type 1 plans. 
 
Appendix B. Aegon Religare 
 
 Multiplier 10 Religare Future Protect Plan Type 1 Religare Future Protect Plus plan Type 2 
Age Unadjusted Adjusted Unadjusted Adjusted 
30 7.5875% 7.6107% 7.5099% 7.6546% 
35 7.5680% 7.5971% 7.3867% 7.6085% 
40 7.5287% 7.5715% 7.1724% 7.5294% 
 
For Religare Future Protect Type 1 plan, Mortality Adjusted rate of return is higher than unadjusted 
rate of return. The difference between the curves increases with age of policyholder. The IRR curves 
slope downwards, indicating that the rates of return gradually decrease at an increasing rate with age. For 
Type 1 plan, insurance content is marginally higher than unadjusted type 1. 
For Religare Future Protect Plus Type 2 plan, mortality adjusted rate of return is higher than 
unadjusted rate of return. The difference between these two curves is bigger than Type 1 plan. The 
difference between adjusted and unadjusted rates of return rapidly increases with age. Type 2 plan is 
having higher insurance content as compared to unadjusted type 2. 
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As for multiplier 15, for Religare Future Protect Type 1 plan, Mortality Adjusted rate of return is 
higher than unadjusted rate of return. The difference between mortality adjusted rate of return and 
unadjusted rate of return is marginal. This difference is greater than the difference for multiplier 10. For 
Type 1 plan, insurance content exists but that is not significantly higher. 
For Religare Future Protect Plus Type 2 plan, mortality adjusted rate of return is higher than 
unadjusted rate of return. The difference between these two curves is bigger than Type 1 plan. The 
difference is significantly higher than that of multiplier 10. Type 2 plan is having significantly higher 
insurance content than unadjusted type 2.  
 
  Religare Future Protect Plan Type 1 Religare Future Protect Plus plan Type 2 
Age 
of 
entry 
  
  
MAROR-UAROR MAROR-UAROR 
Multiplier Multiplier 
10 15 20 25 30 10 15 20 25 30 
30 
years 0.023% 0.024% 0.046% 0.071% 0.101% 0.1447% 0.193% 0.262% 0.332% 0.404% 
35 
years 0.029% 0.030% 0.061% 0.098% 0.142% 0.2218% 0.303% 0.413% 0.528% 0.647% 
40 
years 0.043% 0.044% 0.093% 0.154% 0.228% 0.3570% 0.497% 0.687% 0.890% 1.107% 
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As from above graph, the difference between mortality adjusted return and unadjusted return for Type 
1 plan increases marginally as the age of policyholder increases from 30-40 years. Also this difference 
increases for particular entry age as the multiplier increase from 10-30. However the difference is very 
marginal and increases significantly after the multiplier 20. The insurance content for type 1 plan 
increases with increase in multiplier but it is not significantly higher. 
 
 
 
For Religare Type 2 plan, the difference between mortality adjusted return and unadjusted return is 
higher as compared to type 1 plan. This difference increases as the entry age and multiplier increases. The 
insurance content is higher as compared to type 1 plan. 
 
Appendix C. HDFC Standard Life 
 
  HDFC Life-ProGrowth Flexi Type1 HDFC_ProGrowth Super II Type2 MAROR - UAROR 
Age of entry UAROR MAROR UAROR MAROR type1 type 2 
30 years 7.70% 7.72% 7.50% 7.65% 0.02% 0.14% 
35 years 7.68% 7.71% 7.42% 7.64% 0.03% 0.22% 
40 years 7.67% 7.71% 7.28% 7.63% 0.04% 0.35% 
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Table shows UAROR and MAROR for entry ages of 30, 35 and 40 for the type 1 and type 2 plans of 
HDFC for a policy period of 20 years. 
 
 
 
For type 1 plan HDFC Life-Pro Growth Flexi the mortality adjusted rate of return is slightly greater 
than unadjusted rate of return at all the three different entry ages. The difference is insignificant and 
hence it is more an investment plan rather than insurance plan. For type 2 plan HDFC Pro Growth Super 
II the difference between the MAROR and UAROR is greater than that for type 1 plan as seen in the 
table. This difference increases with increasing entry age thus indicating that the insurance content in type 
2 plans increases better than the older type 1 plans. 
 
  HDFC Life-Pro Growth Flexi type1 HDFC Pro Growth Super II type2 
Age of entry UAROR MAROR UAROR MAROR 
30 years 7.80% 7.83% 7.56% 7.75% 
35 years 7.79% 7.82% 7.44% 7.74% 
40 years 7.77% 7.82% 7.21% 7.70% 
 
Table shows UAROR and MAROR for entry ages of 30, 35 and 40 for the type 1 and type 2 plans of 
HDFC for a policy period of 30 years.  
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Same results are seen for policy period of 30 years. However the difference between MAROR and 
UAROR is more here when compared to same policy with policy period of 20 years. 
 
 HDFC Life-Pro Growth Flexi type1 HDFC-Pro Growth Super II type2 
Age of entry MAROR-UAROR MAROR-UAROR 
  Multiplier Multiplier 
  
15 
(type1) 25 (type1) 35 (type1) 15 (type2) 25 (type2) 35 (type2) 
30 years 0.03% 0.07% 0.13% 0.19% 0.33% 0.47% 
35 years 0.03% 0.10% 0.19% 0.30% 0.52% 0.75% 
40 years 0.05% 0.16% 0.32% 0.49% 0.87% 1.29% 
 
Table shows the differences in MAROR and UAROR for different entry ages and multipliers of 15, 25 
and 35.  
 
 
 
It is seen that for same multiplier at same entry age the difference between MAROR and UAROR is 
higher for type 2 ULIPs. Also within same category of plans the difference increases with increasing 
entry age.  
Appendix D. Bajaj Allianz Life Insurance 
 
  
Bajaj Allianz Protection Assurance 
Plan type1 
Bajaj Allianz Max 
Advantage Type 2 MAROR – UAROR 
Age of entry UAROR MAROR UAROR MAROR type1 type 2 
30 years 7.42% 7.44% 7.23% 7.37% 0.02% 0.14% 
35 years 7.40% 7.43% 7.11% 7.33% 0.03% 0.22% 
40 years 7.36% 7.40% 6.91% 7.26% 0.04% 0.35% 
 
Table shows UAROR and MAROR for entry ages of 30, 35 and 40 for the type 1 and type 2 plans of 
Bajaj Allianz for a policy period of 20 years.  
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For type 1 Bajaj Allianz Protection Assurance Plan, the mortality adjusted rate of return is slightly 
greater than unadjusted rate of return at all the three different entry ages. The difference is insignificant 
and hence it is more an investment plan rather than insurance plan. For type 2 plan Bajaj Allianz Max 
Advantage I the difference between the MAROR and UAROR is greater than that for type 1 plan as seen 
in the table. This difference increases with increasing entry age thus indicating that the insurance content 
in type 2 plans increases better than the older type 1 plans. 
Appendix E. ICICI Prudential 
 
  ICICI_Pru Elite Wealth Type1 ICICI_Pru Life Stage Wealth II Type2 MAROR – UAROR 
Age Unadjusted Adjusted Unadjusted Adjusted Type 1  Type 2 
30 years 7.5636% 7.5944% 7.7321% 7.8777% 0.0309% 0.1456% 
35 years 7.5463% 7.5880% 7.6310% 7.8537% 0.0418% 0.2227% 
40 years 7.5130% 7.5746% 7.4576% 7.8157% 0.0617% 0.3580% 
 
The above table shows Unadjusted and Mortality Adjusted Rates of Return for two different ULIP 
plans in which ICICI Prudential Elite Wealth is a Type 1 plan and ICICI Prudential Life Stage Wealth II 
is a Type 2 plan. It highlights that the Unadjusted as well as Mortality adjusted Rates of Return decrease 
as the entry age for an individual increases from 30 years to 40 years. The table further shows the 
difference between the Mortality Adjusted Rate of Return (MAROR) and Unadjusted Rate of Return 
(UAROR). The results show that with higher age the MAROR is much higher than the UAROR. Also if 
Type 1 & Type 2 plans are compared the difference is significantly higher for Type II plans as compared 
to Type I plans. The above explanation is explained in the graph below. 
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We also analyze the impact of different multipliers on the spread of returns i.e. MAROR – RAROR.  
Here our analysis shows that as we increase the multiplier from 10 to 30 the spread between the rates of 
return increases significantly (shown below) 
 
 
 
 
 
Hence from the above graphs we see that the spread between Mortality adjusted rates of return and 
unadjusted rates of return increases significantly. Therefore we are unable to confirm that the ULIP 
products have a high insurance content. 
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Appendix F. SBI Life 
 
  SBI Life Unit Plus Super Type1 SBI Life Smart Elite Platinum Option (Type II) MAROR - UAROR 
Age Unadjusted Adjusted Unadjusted Adjusted Type 1  Type 2 
30 years 7.6032% 7.6340% 7.6516% 7.7962% 0.0308% 0.1447% 
35 years 7.5872% 7.6289% 7.5510% 7.7723% 0.0417% 0.2213% 
40 years 7.5548% 7.6164% 7.3767% 7.7325% 0.0616% 0.3558% 
 
The above table shows Unadjusted and Mortality Adjusted Rates of Return for two different ULIP 
plans in which SBI Life Unit Plus Super is a Type 1 plan and ICICI SBI Life Smart Elite Platinum Option 
is a Type 2 plan. It highlights that the Unadjusted as well as Mortality adjusted Rates of Return decrease 
as the entry age for an individual increases from 30 years to 40 years. The table further shows the 
difference between the Mortality Adjusted Rate of Return (MAROR) and Unadjusted Rate of Return 
(UAROR). The results show that with higher age the MAROR is much higher than the UAROR. Also if 
Type 1 & Type 2 plans are compared, the difference is significantly higher for Type II plans as compared 
to Type I plans. The above explanation is explained in the graph below: 
 
 
 
We also analyse the impact of different multipliers on the spread of returns i.e. MAROR – RAROR.  
Here our analysis shows that as we increase the multiplier from 10 to 30, the spread between the rates of 
return increases significantly as shown below: 
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Hence from the above graphs we see that the spread between Mortality adjusted rates of return and 
unadjusted rates of return increases significantly. Therefore we are unable to confirm that the ULIP 
products have a high insurance content. 
 
Appendix G. Birla Sun Life 
 
Term 20   Annual Premium 100000 
Sum Assured 1000000   Growth Rate 8% 
Age 
BSLI Classic Endowment Plan BSLI Dream Endowment Plan MAROR – UAROR 
Unadjusted 
RORType I 
Mortality Adjusted 
ROR Type I 
Unadjusted ROR 
Type II 
Mortality Adjusted 
ROR Type II Type I Type II 
30 6.283% 6.305% 6.123% 6.275% 0.022% 0.152% 
35 6.268% 6.296% 6.043% 6.277% 0.028% 0.234% 
40 6.240% 6.281% 5.906% 6.283% 0.041% 0.377% 
 
 
 
For type I BSLI Classic Endowment Plan the mortality adjusted rate of return is slightly greater than 
unadjusted rate of return for at all the three different ages. This shows that the type I plans is more of an 
investment plan rather than an insurance plan. Type II BSLI Dream Endowment Plan also shows the 
same result which means that even after the new ULIP guidelines the insurance content still remains low. 
If checked across type I and type II plans, it is seen that for same ages both the mortality adjusted and 
unadjusted rates of return are higher for type I plan when compared to type II plan.  
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Term 30   Annual Premium 100000 
Sum Assured 1500000   Growth Rate 8% 
Age 
BSLI Classic Endowment Plan BSLI Dream Endowment Plan MAROR – UAROR 
Unadjusted 
ROR 
Type I 
Mortality 
Adjusted ROR 
Type I 
Unadjusted ROR 
Type II 
Mortality Adjusted 
ROR 
Type II 
Type I Type II 
30 6.488% 6.509% 6.277% 6.488% 0.021% 0.211% 
35 6.470% 6.496% 6.163% 6.493% 0.027% 0.330% 
40 6.434% 6.473% 5.966% 6.503% 0.039% 0.537% 
 
Table shows UAROR and MAROR for entry ages of 30, 35 and 40 for type 1 and type 2 plans of 
HDFC for a policy period of 30 years. Same results are seen for policy period of 30 years. However, 
difference between MAROR and UAROR is more here when compared to same policy with policy period 
of 20 years. 
 
Sensitivity Analysis 
Age of entry MAROR-UAROR MAROR-UAROR 
  
Multiplier Multiplier 
  
15 (Type I) 25 (Type I) 35 (Type I) 15 (Type II) 25 (Type II) 35 (Type II) 
30 years 0.02% 0.07% 0.14% 0.21% 0.36% 0.52% 
35 years 0.03% 0.10% 0.21% 0.33% 0.58% 0.84% 
40 years 0.04% 0.16% 0.34% 0.54% 0.95% 1.41% 
 
Table shows the differences in MAROR and UAROR for different entry ages and multipliers of 15, 25 
and 35.  
 
 
 
It is seen that for same multiplier at same entry age the difference between MAROR and UAROR is 
higher for type 2 ULIPs. Also within same category of plans the difference increases with increasing 
entry age.  
